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PREFACE

As outlined in Chapter 120, Article 21 of the Nor@arolina General Statutes, the North
Carolina Study Commission on Aging shall study aadluate the existing system of delivery of
State services to older adults, and recommend gmowad system of delivery to meet the
present and future needs of older adults. The Cesiom consists of 17 members. Eight are
appointed by the Speaker of the House of Reprasagaeight are appointed by the President
Pro Tempore of the Senate, and the Secretary ddépartment of Health and Human Services
or his delegate serve as an ex officio non-votirgmber.

This report represents work performed by the NQdnolina Study Commission on Aging from
the conclusion of the 2000 Session of the 1999 @émessembly until the convening of the
2001 Session of the 2001 General Assembly. ThdySGommission on Aging met on six
occasions and heard from a variety of advocatesoagahizations representing older adults in
North Carolina. Additionally, the Commission rewed and formally addressed some of the
issues presented at the three public hearingsihéitbnroe, Black Mountain and Greenville in
March 2000.
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EXECUTIVE SUMMARY

Older adults represent the fastest growing seguoiedorth Carolina’s population. According to
the Division of Aging in the North Carolina Depadnt of Health and Human Services, North
Carolina’s senior population is projected to numimere than 1.2 million (14.1% of the State’s
population) by 2010. By 2020, the number is prgdcto grow to more than 1.6 million
(17.3%), and by 2025, the population should exeeerk than 2 million (21.4%). In response to
this trend, the 1999 General Assembly enacted 1®89-237, Section 11.7A, which directed the
Department of Health and Human Services (DHHS);daperation with other State and local
agencies and representatives of consumer and proerdanizations, to develop a system that
provides a continuum of long-term care for eldeny disabled individuals and their families. In
response to this charge, DHHS asked the North @ardhstitute of Medicine (NCIOM) to
convene a statewide task force to assist in dewedaplong-term care plan. Many of the North
Carolina Study Commission on Aging’s current recanuaations are in response to the findings
contained inA Long-Term Care Plan for North Carolina, the interim report by the North
Carolina Institute of Medicine Long-Term Care T&skce to the North Carolina Department of
Health and Human Services. Other recommendationsaaesult of presentations made by
citizens at three public hearings held in early @08nd by advocacy groups and provider
organizations at other meetings of the Commission.

The Commission is responsible for studying theassaof availability and accessibility of health,
mental health, social and other services needenld®r adults. In its Report to the Governor
and the 2001 Session of the 2001 General AssertitdyNorth Carolina Study Commission on
Aging makes the following recommendations repraagnhe Commission’s identification and
response to the most immediate needs currentlpdasdder adults and their families:

GENERAL LONG-TERM CARE ISSUES

Recommendation 1

The Commission recommends that the 2001 General Asably direct the Department of
Health and Human Services to increase the medicallyeedy income limits for eligibility for
Medicaid to the maximum amount allowable under fedeal law.

Recommendation 2

The Commission recommends that the 2001 General Asably issue a Joint Resolution
urging Congress to adopt federal incentives to enaoage the purchase of private long-
term care insurance and to eliminate federal barries to the expansion of Medicaid
long-term care partnership plans.

Recommendation 3

The Commission recommends that the General Assembldirect the Department of
Insurance and other entities to implement an outreeh strategy to inform the public about
long-term care funding and payment options.

Recommendation 4
The Commission recommends the General Assembly doethe Department of Health and
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Human Services to increase the Community Alternatie Program (CAP) income eligibility
limits and appropriate the necessary funds.

Recommendation 5
The Commission recommends the General Assembly apgpriate funds for labor
enhancement payments for workers in long-term caréacilities and agencies.

Recommendation 6
The Commission recommends the General Assembly dokethe Department of Health and
Human Services to study the designation of a leadyancy for long-term care planning.

ADULT DAY CARE ISSUES

Recommendation 7

The Commission recommends the General Assembly anei©.S. 131D-6(b) to state that
adult day care programs are not required to provide transportation to participants,
however, those that do must comply with rules adogd.

Recommendation 8

The Commission recommends the General Assembly anrG.S. 143B-181.1(a) (11) to
allow counties to establish the rates for reimburseent for adult day care services from
Home and Community Care Block Grant funds.

Recommendation 9

The Commission recommends the General Assembly dokethe Department of Health and
Human Services to apply for a Medicaid Waiver to povide Medicaid coverage to adult day
health services clients.

Recommendation 10
The Commission recommends the General Assembly apppriate funds to the Adult Day
Care Fund to provide for a rate increase for adultday services.

Recommendation 11
The Commission recommends a rate increase for adultay care transportation.

OTHER AGING ISSUES

Recommendation 12
The Commission recommends the General Assembly ebtsh a Legislative Study
Commission on State Guardianship Laws.

Recommendation 13

The Commission recommends the General Assembly dokethe Department of Health and
Human Services to develop an instrument for assesg the quality of care provided by
adult care homes.

Recommendation 14

The Commission recommends the General Assembly aner.S. 105-129.16B to allow a
pass-through entity to allocate a housing tax cretlto any of its owners at the discretion of
the pass-through entity.
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NORTH CAROLINA'S OLDER ADULTS:
A PROFILE -

Today's Older Population

In 1999, 961,406 of our State's 7,650,699 residest® age 65 and older (12.8%). Of these
older adults, 107,847 were age 85 and older. \WXdeth Carolina ranked 'Lnationally in
total population in 1998, it ranked ".th the number of persons age 50 and older asasghose
age 65 and older. North Carolina also ranket atong states in the rate of growth of the
population age 65 and older between 1990 and 18886" in the growth of this population in
the most recently reported year (1998-99). Ite @it 17.5% for the period 1990 to 1998 far
exceeded the national rate of 10.1%.

For 2000, projections show more than 1,003,2920msrsged 65 and older, or 12.9% of the
State's 7,756,517 residents.

The differences among seniors are as great asnwahy age group. Still, there are some
defining features:

* Older women outnumber older men. They represe®% @f those 65 and older, and
74% of the 85 and older age group.

* About 17% are of a minority race, mostly African-Arcan.

* Only about 5% live in institutions or group resides. In 1990, more than half
(58%) lived with their spouse; almost 28% livedredoMore than 3 out of 4 of those
living alone were women.

* Nearly 57% did not complete high school.

* About 47% live in rural areas.

» About 79% own their homes, but with 33% living iousing built before 1950.

e In 1990, about 23.2% of older adults had a probhath at least one of the activities
of daily living--getting around inside the housefhing, dressing, eating, or using the
toilet--or with mobility (getting around outsideetinouse).

* Although the state poverty rate for older adultpesys to be shrinking over the
course of the 1990s, it still remains relativelghi Averaged over the years 1995 to
1997, the poverty rate for older North Caroliniamas 12.5%, making it the 15
poorest state. In 1997, about 29% of non-institiized older adults in the state had
incomes below 150% of the poverty level. For tleary2000, the federal poverty
level for an individual is $8,350 and $11,250 faraauple.

Our cities, counties, and regions are aging atingryates. The table in Appendix A gives the
number and proportion of persons age 65 and olgdeobnty for 1999. This ranges from 25.9%
in Polk County to 5.6% in Onslow County.

North Carolina's Demographic Shift

* Older adults are North Carolina's fastest growiagypation.
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* By 2010, North Carolina's senior population is povgd to number more than 1.2 million
(14.1% of our State's population). By 2020, thebar is projected to grow to more than
1.6 million (17.3%). By 2025, our senior populatishould exceed more than 2 million
(21.4%).

» This aging of our population is also evident in thienbing median age, which in 1999
was 35.82 and is expected to increase to 38.3010,2and 39.25 by 2020.

» All states are projected to show a decline in tfapeprtion of youth (under 20 years old)
in their populations from 1995 to 2025. The peragetof North Carolina's population
classified as youth is projected to decrease fran7%® in 1995 to 23.2% in 2025. In
contrast, the size of the older population is pr@d to increase in all states over this 30-
year period. Our percentage of older adults in 19@9climbed to 12.8% and is projected
to increase to 21.4% in 2025 which will rank"Highest nationally.

Why This Demographic Shift

While much of the aging of our State's populatias been attributed to the aging of the Boomer
cohort (those born between 1946 and 1964), thegoyimeason has to do with birth rates. Since
the end of the baby boom in 1964, women have chaseraverage, to have two children as

opposed to the three averaged during the baby hpmsiad. To a smaller degree, improved life

expectancy has also caused our population to grow.

A third factor in the aging of our population isgration. Like most of the other sunbelt states,
North Carolina has attracted young and middle-agedkers who are aging in place here.
However, we are especially likely to attract peopleo migrate after retirement. We expect
North Carolina to retain its high national rankiofj3“ in net migration of retirees when the
results of the year 2000 Census are known.

What Are the Implications of This Shift

While the aging of our society is a national tremds especially true of North Carolina. This is
relevant to all areas of our public and privateediv Government faces decisions about the
allocation of public resources from a tax base thay experience slowed growth. People must
consider living and caregiving arrangements intlighsmaller nuclear and extended families.
The health, human service, and education systenss adapt to changes in interests and needs
due to a sophisticated senior baby boomer and sistently large rural senior population. The
business, cultural, and other communities musttifyjelmnd respond to the challenges and
opportunities of these demographic shifts. Goveminagencies and service providers also must
overcome barriers that tend to isolate many NCassnwho are living in rural areas, are non-
English speaking, are illiterate, and have limited no support systems within the
proportionately smaller younger population.

There are large numbers of seniors today who dan&ito our families and communities as well
as some who must ask for help. Our current expegiethough, is nothing like what we will
encounter in the near future. We must respond éocttallenges of today and prepare to meet
tomorrow's.

* Prepared by the Department of Health and Human Services, Division of Aging
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COMMISSION PROCEEDINGS

August 7, 2000

The North Carolina Study Commission on Aging metMonday, August 7, 2000 at 10:00 a.m.
in Room 1027 of the Legislative Building. Reprds¢ine Beverly Earle was the presiding Co-
Chair. The meeting focused on consumer evaluaifoadult care homes and on the interim
report by the North Carolina Institute of Mediciheng-Term Care Task Force to the North
Carolina Department of Health and Human Serviaeshé area of consumer evaluation of adult
care homes, the Commission heard presentationsEis® J. Bolda, Ph.D., Assistant Professor,
Health Policy Institute, Muskie School of Publicrdee, University of Southern Maine and

from Harriette Ackerman and Kay Barrow from the Bement of Social Services, Buncombe
County. Cynthia Freund, PhD., R.N., Former DeaNCUSchool of Nursing and Senior Staff,

Institute of Medicine made the presentation onltiséitute of Medicine’s interim report.

Dr. Elise Bolda, and Dr. Catherine Hawes are depmetpa quality measurement in residential
care funded by the Agency for Healthcare ReseanchQuality (AHRQ). (The AHRQ is an
agency in the US Department of Health and Humari&es.) The project aims are as follows:
define and operationalize valid and reliable qyalineasures of facility performance
(Assessment Tool), “risk-adjust” quality measuretative to individual and organizational
characteristics (Quality Indicators), and develapility report cards. The project has a three-
year timeline with expected completion in 2002.

Harriette Ackerman and Kay Barrow from the Buncorilmeinty Department of Social Services
presented to the Commission the adult care webfsitduncombe County. The web site
(www.buncombe.org/ach/features consumer information on the 104 homesatédl in
Buncombe County.

Dr. Freund presented the report, A Long-Term Caa@ For North Carolina, Interim Report by

the North Carolina Institute of Medicine Long-Tet@are Task Force to the North Carolina
Department of Health and Human Services. (AppenBiy The report contains 32

recommendations; six of these require legislatotea.

August 8, 2000

The North Carolina Study Commission on Aging mefToresday, August 8, 2000 at 9:00 a.m. in
Room 1027 of the Legislative Building. Senator N&h Purcell was the presiding Co-Chair.
The topics of discussion were Multiunit Assistedudimg with Services (MAHS) and funding

and transportation for Adult Day Care. With regesdVIAHS, the Commission heard from the
following: Lynda McDaniel, Director, Division ofde€ility Services, Department of Health and
Human Services (DHHS); Polly Williams, Chair of tBemmittee on Independent Housing with
Services; Mary Rica Todd, North Carolina Housingdfice Agency; and Jerry Cooper,
Executive Director, North Carolina Assisted Lividgsociation. Fred Johnson, Legislative
Chair, Adult Day Services Association, spoke on laBay Care issues.

S.L. 2000-67 (HB 1840), Section 11.11, directed Mmth Carolina Study Commission on
Aging to study Multiunit Assisted Housing with Sers (MAHS) facilities and to report not
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later than February 1, 2001, to the cochairs of Hoeise of Representatives Appropriations
Subcommittee on Health and Human Services and émat& Appropriations Committee on
Human Resources. Mary Rica Todd, North Carolinaiditty Finance Agency, outlined the
following three programs designed to assist thergtdvith housing: Rental Programs, Special
Needs Housing Programs, and Housing RehabilitaBoograms. She explained the North
Carolina Elderly Housing Rights and Consumer PtaiecProgram provides information to
consumers on housing rights, trains advocates andcs providers and is funded by a grant
from the US Administration on Aging. Lynda McDahiBHHS Division of Facility Services,
provided information on the number of MAHS facdsi listed with the State, a copy of the
registration form used by a MAHS unit, and gaveoaarview of the registration procedure in
North Carolina. Polly Williams, Committee on Indgulent Housing with Services, presented
several ideas for independent housing with a facubw and moderate-income residents. Jerry
Cooper, North Carolina Assisted Living Associatipresented issues concerning independent
living and assisted living.

Fred Johnson, Adult Day Services Association, prese the following four legislative
priorities: Increase the amount of State Adult Dayds, Remove language from adult day care
center standards that states that “Centers shallde transportation,” Allow communities to set
their own adult day center rates in the Home anthi@anity Care Block Grant, and Expand
Medicaid coverage to include adult day health sewi

August 30, 2000

The North Carolina Study Commission on Aging metVeadnesday, August 30, 2000 at 10:00
a.m. in Room 1027 of the Legislative Building. Regentative Beverly Earle was the presiding
Co-Chair. Presentations at this meeting focuseéxghoitation of the elderly, a report on the
Special Assistance Demonstration Project, home hodpice care, a summary of the
Commission’s public hearings, and a summary of 2880 Legislative Session. Presenters
included: Brenda Humphrey, Director, Safeguardirggifst Fleecing the Elderly (SAFE); John
Tanner, Chief, Adult and Family Services, DivisiohSocial Services, DHHS; Michael Bell,
Executive Vice President, Home and Hospice Cafdooth Carolina; and Commission staff.

John Tanner, Division of Social Services, presensedeport on the Special Assistance
Demonstration Project. In the 1997 Session, thee@@d Assembly directed DHHS to study
ways to provide assistance that supports a rangjeirng arrangements for elderly and disabled
adults who are eligible for Medicaid or State/Cqu8pecial Assistance (SA) for Adults. The
Department completed the study and issued a répatrtequested the opportunity to carry out a
time-limited demonstration project. The projectuldbbe designed to help individuals at risk of
entering an adult care home live safely at homenvthat is what they chose to do and when SA
payments and in-home services would enable thetio t80. S.L. 2000-67 extended the project
operation dates until June 2002. This will alldve tounty departments of social services a full
two-year period in which to gain experience witty gmoblem areas that need to be addressed
and enables the Department to collect and analgtze teeded to make recommendations about
the feasibility of statewide implementation.

Brenda Humphrey, SAFE, presented information raggrd personal experience involving her
mother and her experience with North Carolina’srdizeaship laws. Commission members
expressed an interest in exploring this issue éagr detail.
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Michael Bell, Home and Hospice Care of North Camali presented the Commission with

information on the licensing rules for home carerages, explained how reimbursement rates
are set, and submitted a proposal for labor enimaect of reimbursement rates. Mr. Bell

presented a handout comparing personal care sawiltdursement rates in 1997 to those in
1998. He pointed out that while the reimbursenrate increased $0.32/hr. during this time
frame, the in-home aide wage and benefit rate asa@ $0.35/hr. Proposals included: 1)
Triennial labor study of wage rates for competitpasitions, 2) The application of an overhead
allocation based on historical cost reports, 3)o&t®f living adjustment based on CPI, to labor
and overhead portion in the interim years, and djtiued submission of cost reports to track
trend in labor and overhead allocation.

Commission staff presented a summary of the 20@@slagive Session and of the Commission’s
public hearings. The public hearings took placeMarch 13, 14, and 20, 2000 in Monroe,
Black Mountain, and Greenville. (Appendix C.) Quoents from the hearings were grouped and
ranked according to frequency of occurrence. Tiomgng with the highest frequency was
Home Based Support Services. The individual sesvitor which members of the public
expressed greatest interest and encouraged comtswmport were as follows: Senior Games,
Transportation Services, In-Home Aides, Adult Dajuit Day Health Services, Programs and
Appropriate Staffing for Alzheimer’s Patients, dnigescription Drug Assistance.

September 26, 2000

The North Carolina Study Commission on Aging mefloesday, September 26, 2000 at 10:00
a.m. in Room 1027 of the Legislative Building. &tm William Purcell was the presiding Co-
Chair. Presentations at this meeting included:nJ8@axon, Professor of Public Law and
Government, Institute of Government, on guardignsaws; Beverly Wheeler, Special Needs
Coordinator, Pitt County Emergency Services, orastey issues in adult care homes; Steve
Culnon, Director of Rental Investment, Housing Ricex Agency on the topic of federal and
State tax credits; Daphne Lyon, Deputy Directoniflon of Medical Assistance, on Medicaid
Issues; and finally William Lamb, Assistant Directfor Public Service, UNC Institute of
Medicine, on Community Alternatives Program-ExpandBarriers.

John Saxon, Institute of Government, provided then@ission with two handouts on the issue
of guardianship. Mr. Saxon explained that guarshgnis a legal relationship in which a person
or agency (the guardian) is appointed by a courhaie decisions and act on behalf of another
person (the ward) with respect to the ward’s peakon financial affairs because the ward, due
to a specific mental or physical impairment, laskficient capacity to make or communicate
important decisions concerning his or her persamill, or property or lacks sufficient capacity
to manage his or her personal or financial affairaws regarding guardianship for incapacitated
adults attempt to strike a balance between presgithie legal rights, freedom, and autonomy of
individuals vs. society’s duty (parens patriaeptotect individuals who are unable to protect or
care for themselves.

Beverly Wheeler, Special Needs Coordinator, Pittut@p Emergency Services, made a
presentation on generator readiness in adult carees. She stated that more needs to be done
to insure the safety of vulnerable adult care hopwsulations during hurricanes, floods, ice
storms and other natural and manmade disasters.
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Steve Culnon, Director of Rental Investment, Hogskinance Agency, spoke on the 1986
reform tax credits sold to investors. The tax ttr@doduces about 2000 units per year and
although available to all counties, the pooresinties are targeted.

William Lamb, Assistant Director for Public Servjce NC Institute of Medicine, presented
information on expansion barriers to the CommuaAiltgrnatives Program (CAP).  Mr. Lamb
distributed handouts on the 1999 CAP/DA Utilizatjper 1000 Medicaid Aged, Blind Disabled
for each county in the State. The range is frotn 803 CAP clients per 1,000 Medicaid Aged
Blind and Disabled. Caseloads are relatively #traesper case manager, thus the variation exists
in lead agencies’ ability to support case manag€ase management payment rates sometimes
hinder adding case managers and the availability-tiome aides is beginning to be a factor.
Mr. Lamb also presented a handout and informatiorrades for nursing facilities, adult care
home-personal care services, home health, CAP-DACAP-MR.

November 21, 2000

The North Carolina Study Commission on Aging meflaresday, November 21, 2000 at 10:00
a.m. in Room 1027 of the Legislative Building. &tm William Purcell was the presiding Co-
Chair. General Assembly staff presented to the i@msion draft legislative proposals for the
2001 Session. These bills were divided into thiodeng groups: Institute of Medicine
Recommendations, Adult Day Care Recommendationsy &ecommendations from
Commission Discussion. The Commission reviewed lifledrafts giving initial approval to
some of the drafts and requesting additional infdfom on others. Staff was requested to
conduct additional research on particular issuésreport back to the Commission.

As a follow-up to the August 8, 2000 discussiore @ommission discussed Multiunit Assisted
Housing with Services (MAHS). The Commission waaed by S.L. 2000-67 (HB 1840),
Section 11.11 to study this issue. Following mddtussion, the Commission determined that
this is an evolving issue and clear direction foe 2001 General assembly is not readily
apparent. Thus, the North Carolina Study Commmssam Aging voted to make no
recommendation to the 2001 General Assembly comaggthe current statutory framework for
Multiunit Assisted Housing with Services. The Coission also voted to continue to monitor
the development and the need for any statutory ggwafor Multiunit Assisted Housing with
Services.

The Commission heard from Polly Williams, Chairtbé Committee on Independent Housing
with Services; and Mary Rica Todd, North Carolinaulsing Finance Agency. They presented
information on Project-Based Rental Assistance thiedService Coordinator Incentive Match
Program.

January 17, 2001

The North Carolina Study Commission on Aging metlanuary 17, 2001 in room 414 of the
Legislative Office Building. Members discussed apgroved the Commission’s Report to the
Governor and to the 2001 Session of the 2001 GeAssambly.
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ISSUES ASSIGNED TO THE COMMISSION

Multiunit Assisted Housing with Services (MAHS)

S.L. 2000-67 (HB 1840), Section 11.11, directed Mwth Carolina Study Commission on
Aging to study Multiunit Assisted Housing with Seres (MAHS) facilities and to report not
later than February 1, 2001, to the cochairs of Hoeise of Representatives Appropriations
Subcommittee on Health and Human Services and émat& Appropriations Committee on
Human Resources. The study was to include thevintig:
(1) What strategies may be employed at the State arad level to ensure registration of
MAHS facilities with the Department of Health anditdan Services, as required under
G.S. 131D-2(a) (7a).
(2) Whether persons requesting access to MAHS fagiliseould be included in the
assessment process that is part of the unifornalpairentry system.
(3) Whether an advocacy and oversight system for MA&tSifies should be developed that
is comparable to the advocacy and oversight systetace for adult care homes.

As required by S.L. 2000-67, the North Carolina dgttCommission on Aging addressed
Multiunit Assisted Housing with Services at two aegie meetings. On August 8, 2000 the
Commission heard presentations from the followirgeets: Mary Rica Todd, North Carolina
Housing Finance Agency; Lynda McDaniel, DirectoriviBion of Facility Services at the
Department of Health and Human Services; Polly i, Committee on Independent Housing
with Services; and Jerry Cooper, Executive Directdlorth Carolina Assisted Living
Association. The Commission again addressed $kisei at a meeting on November 21, 2000.
Following much discussion, the Commission belietrest this is an evolving issue and clear
direction for the 2001 General Assembly is not ilgadpparent. Based on Commission
discussion at two separate meetings, the Northli@ar&tudy Commission on Aging voted to
make no recommendation to the 2001 General Assemdhcerning the current statutory
framework for Multiunit Assisted Housing with Seres. The Commission also voted to
continue to monitor the development and the needafty statutory changes for Multiunit
Assisted Housing with Services.

Biannual Inspection and Grading of Adult Care Homes

From S.L. 1999-395, Section 2.1, (4) b., the Legigé Research Commission referred the
following topic to the North Carolina Study Comma@s on Aging: Biannual Inspection and
Grading of Adult Care Homes. The Commission has dra@t interest in this topic over the
years and welcomed the direction given by the latne Research Commission to more
thoroughly analyze the possibility of a system tWwauld give consumers help in selecting an
appropriate facility. The Commission has studibag tissue and recommends the General
Assembly direct the Department of Health and HurSanvices to develop an instrument for
assessing the quality of care provided by adul bames.
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COMMISSION RECOMMENDATIONS

The North Carolina Study Commission on Aging makes recommendations outlined
below. Each recommendation is followed by backgdunformation and the actual
legislative proposals appear in the Appendicedaeof this report. To ease identification,
the recommendations have been grouped.

GENERAL LONG-TERM CARE ISSUES

Recommendation 1

The Commission recommends that the 2001 General Assably direct the Department of
Health and Human Services to increase the medicallyeedy income limits for eligibility for
Medicaid to the maximum amount allowable under fedeal law.

Background

The IOM Long-Term Care Task Force found that Mediga the most viable source of
public financing of long-term care services sinbe federal government pays 62.5% of
costs. Currently, individuals with high medicapexses who would otherwise not qualify
for Medicaid may still be able to qualify under timedically needy program.

The Commission agrees with recommendation #20 fiteenlOM Long-Term Care Task
Force Interim Report of June 30, 2000, to increasemedically needy income limits for
Medicaid eligibility to the maximum amount allowahinder federal law.

Recommendation 2

The Commission recommends that the 2001 General Asably pass a Joint Resolution
urging Congress to adopt federal incentives to enacage the purchase of private long-term
care insurance and to eliminate federal barriers tathe expansion of Medicaid long-term
care partnership plans.

Background

Sixty percent of persons who live to age 65 wiledhdong-term care some time during their
lifetime. State law gives individuals a 15% taedit up to $350/year for the purchase of long-
term care insurance. Federal law allows a tax ctemluif medical expenses (including long-term
expenses) exceed 7.5% of income. Private long-tem® insurance increases the possibility that
individuals and families avoid the financial ruiftem associated with long-term care and offers a
greater choice of providers than does Medicaidtloeropublic sources that pay for services. This
Commission recommendation is consistent with recendation #28 from the IOM Long-Term
Care Task Force that stated, “The General Assestidyld pass a resolution to encourage the
NC Congressional delegation to support federalritices to purchase private long-term care
insurance, such as federal tax credits or dedwstitexible savings accounts or cafeteria plans.”

Under Medicaid long-term care partnership planpeeson who purchases a private long-term
care insurance policy that meets certain critend r@quirements, may later qualify for Medicaid
after their private coverage is exhausted. Indiald are expected to contribute their income
toward the cost of Medicaid covered long-term caevices, but could retain some or all of their
assets. Partnership plans are currently limitedebgral law to four states (CA, IN, NY, CT).
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This Commission recommendation is consistent wetommendations #28 and #29 from the
IOM Long-Term Care Task Force Interim Report of @0, 2000, that stated, “The General
Assembly should pass a resolution to encouragdNtbeCongressional delegation to eliminate
federal barriers to expansion of Medicaid long-teare partnership plans.”

Recommendation 3

The Commission recommends that the General Assembldirect the Department of
Insurance and other entities to implement an outreeh strategy to inform the public about
long-term care funding and payment options.

Background

Private long-term care policies generally providevarage for home health, adult day care,
assisted living facilities, and nursing homes. Tpvisnary benefits of private long-term care is
asset preservation and a greater choice of prasidempared to Medicaid or other public
sources. According to the IOM report, “There anerently about 67 companies selling long-
term care insurance in North Carolina. Informaticm the National Association of Insurance
Commissioners show that there were 41,468 indivddeavered by private long-term care
insurance in North Carolina in 1998.” The costdbng-term care policy varies based on the
benefits selected and the age of the purchasere Séniors Health Insurance Information
Program (SHIIP) in the NC Department of Insurantfers information and counseling about
long-term care policies.

The IOM Task Force made the following recommencatidhe NC Department of Insurance in

conjunction with the NC Division of Aging, NC Diven of Mental Health, Developmental

Disabilities and Substance Abuse Services, andr appropriate groups should develop an
outreach strategy to inform the public about loagrt care funding or payment options. The
outreach effort should include information on wi&dicare covers, what Medicaid covers,
what individuals must pay on their own, and whavgie long-term care insurance can cover.
Public education efforts should target employetsby-boomers,” financial advisors, CPAs,
banks and the legal community. The state shouweldp multiple outreach strategies including
community education, the Internet, and mass me#Hiather information on the long-term care
options could be incorporated into the curriculacotirses offered in the community college
system on estate and financial planning. Alsoateeach should include information about the
impartial counseling services offered by the NC &&pent of Insurance’s SHIIP program.”

Private long-term care policies may be cost prdiviifor some older adults, and obtaining

coverage may not be a viable option for individualso already have health problems and are
likely to need long term care. However, in liglttbe trend showing increasing numbers of
older adults in North Carolina, the Commission detblat private long-term care insurance is a
significant option that merits further outreach.hus the Commission’s recommendation is
consistent with recommendation #26 from the IOM ¢-drerm Care Task Force Interim Report

of June 30, 2000.

Recommendation 4

The Commission recommends the General Assembly dokethe Department of Health and
Human Services to increase the Community Alternatie Program (CAP) income eligibility
limits and appropriate the necessary funds.
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Background

Recommendation #22 from the IOM Long-Term Care Teskce Interim Report of June 30,
2000, states that, “North Carolina should incretige Community Alternative Program (CAP)
income eligibility limits to 300% SSI (currently E86/month for an individual), and allow the
individual to deduct the same maintenance amouallaged for individuals in nursing homes
to support the community spouse.”

The Commission agrees with the IOM Long-Term CaaeKIForce recommendation to increase
the income eligibility limit for the Community Alteative Program to three hundred percent
(300%) of income eligibility for federal SupplemeahtSecurity Income (SSI) benefits. The
Commission also recommends that the Department edltil and Human Services allow
individuals to deduct the same amount in mainte@a@towance to support the recipient’s
spouse in the community as allowed for individualisnursing homes. An appropriation of
$5,699,558 for the 2001-2002 fiscal year would wall@,516 slots. An appropriation of
$14,954,126 for the 2002-2003 fiscal year wouldpsupthe slots started in 2001-2002 and
allow 1,375 more slots. These appropriations wonttlease eligibility while providing more
slots for the system.

Recommendation 5

The Commission recommends the General Assembly apgpriate funds for labor
enhancement payments for workers in long-term caréacilities and agencies.

Background
This Commission recommendation is consistent vatommendation #11 from the IOM Long-
Term Care Task Force Interim Report of June 300200

The IOM Long-Term Care Task Force Interim Repors ba entire chapter devoted to work
force issues. The Task Force consulted severatssudocusing on the nurse aide recruitment
and retention problem including surveys and reseamnducted by the Division of Facility
Services in DHHS and the NC Institute on AgingheTollowing are excerpts from the section
on nurse aides:

* “North Carolina is in the midst of a long-term caverkforce crisis. Efforts to design a
long-term care system that ensures availabilitysefvices and high-quality care is
somewhat meaningless, absent a supply of trainfdgmional and paraprofessional staff
— including nurse aides, nurses, doctors and dileadth professionals.”

* “Nurse aides and other paraprofessionals provid&t wicthe direct long-term care services
to individuals, whether at home or in a facilitfhese workers help individuals with their
most basic needs — including bathing, dressingngatind toileting. In addition,
paraprofessionals often help with housekeeping staskthd may help administer
medications, change bandages or monitor changepénson’s health status.”

* “The annual turnover rate among aides who workeduirsing homes exceeded 100% in
1999. The annual turnover rate was even highemgnatdes who worked in adult care
homes (140%).”
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* “North Carolina will need more than 21,000 addiabnnurse aides and other
paraprofessionals to meet the long-term care neédsder adults and people with
disabilities over the next five years.”

* “There are a number of reasons for the problemsreoruiting and retaining
paraprofessionals: low wages, few benefits, noergpath, physically demanding work,
lack of opportunity for meaningful input into cliecare, inadequate recognition and
appreciation and inadequate exposure to “real jdb"demands during training.”

Based on a 1999 survey conducted by the DivisioRaaility Services, DHHS, other states are
experiencing a similar problem and are beginningddress the problem in the following ways:
wage and benefit pass-throughs, enhancement imesnthigher reimbursement for shift
differentials, transportation reimbursement, carkelders, training, training former welfare
recipients, and training volunteer populations.

The Task Force also looked at the supply of othelth professionals including: registered
nurses, geriatricians and geriatric nurse practis, and physical therapists and physical
therapy associates. The IOM Long-Term Care Tasicd=osecommends that, “The North
Carolina General Assembly should enact a carefatiyitored ‘labor enhancement’ to publicly-
fund long-term care reimbursement rates to impstedf recruitment and retention. Providers
should be allowed flexibility in utilizing labor @ancement funds, so long as its use is directed
toward its intended purpose. Managers need théiligy to vary salary increases among staff,
especially senior certified nurse aides. Furthddirag staff, increasing benefits, offering shift
differential payment levels, developing scholarghipgrams and other innovative mechanisms
to stabilize the workforce may be more approprsati@tions in some cases. The NC Department
of Health and Human Services should develop safdgu#o ensure that the enhanced
reimbursement rates are used for staff recruitrapdtretention.”

The Commission agrees with the findings of the 10dhg-Term Care Task Force regarding the

long-term care workforce crisis. The turnover, ,p@gining, and quality of aides were among

the top concerns expressed during the public hgatlme Commission conducted in March 2000.

Additionally, nurse aides and other aide workermsvigte about 90% of all the paid long-term

care needed by older adults and North Carolinasitsvenore than $1.4 billion in services that

rely heavily on the aide workforce. Therefore, Bemmission recommends the General

Assembly enact legislation establishing the follogvi

a system for labor enhancement payments,

» a program to facilitate the development of a stabkdl-trained labor force to provide long

term care services,

» a career ladder and associated new curricula gemts and job category qualifications
for long-term care aide workers,

the compilation and evaluation of demographic, auer and wage and benefit data for the
long-term care aide workforce

a study of workforce issues pertaining to the loerga care aide workforce.

Recommendation 6

The Commission recommends the General Assembly dokethe Department of Health and
Human Services to study the designation of a leadyancy for long-term care planning.
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Background

The IOM Long-Term Care Task Force found that “Ildagn care services are often fragmented,
duplicative, complex, and not consumer-friendlyurtker many counties lack needed core long-
term care services. Most, if not all, countieghia state have planning bodies that are charged
with developing plans for specific long-term carervices. Under state law, county
commissioners must designate lead agencies foHtimlee and Community Care Block Grant
(HCCBG) and the Medicaid Community Alternative Paog for Disabled Adults (CAP-DA).

In all but about 20 counties, these lead agencieseparate organizations. A small number of
counties have initiated a more comprehensive addsive planning process to identify needed
long-term care resources and to reduce fragmentatio

The Commission agrees with the findings and reconaagon #10 from the IOM Long-Term
Care Task Force Interim Report of June 30, 2000, amks the General Assembly to direct the
Department of Health and Human Services to studstidr counties should designate local lead
agencies to organize a local long-term care planpirocess. The Department shall consider
how a lead agency for long-term care planning & Hkbcal level would relate to other
requirements for county planning and long-term cared shall report its findings and
recommendations to the Commission.

ADULT DAY CARE ISSUES

Recommendation 7

The Commission recommends the General Assembly reite G.S. 131D-6(b) to state that
adult day care programs are not required to provide transportation to participants,
however, those that do must comply with rules adopt.

Background

An adult day care is a community-based program piavides activities to foster the social,
physical, and emotional well being of older adulfsansportation to and from the program may
be provided or arranged. With regard to transpioriathe rules for adult day care state the
following:

10 NCAC 42E.1103 Transportation

(a) The day care program shall provide transportation in keeping with the needs of
participants. The following requirements must be met to ensure the health and safety of the
participants:

(1) Each person transported must have a seat in the vehicle.

(2) Participants shall be transported no more than 30 minutes without being offered the
opportunity to have a rest stop.

(3) Vehicles used to transport participants shall be equipped with seatbelts. Participants
shall be instructed to use seatbelts while being transported.

(b) It is desired that participants use public transportation, if available. Relatives and
other responsible parties should be encouraged to provide regular transportation, if possible.

In addition to the activities offered in an adudtydcare program, adult day health care programs
offer health care services to meet the needs afitaal participants. 10 NCAC 42Z7.0804
Transportation for Adult Day Health, does not setnrequire that these programs provide
transportation.
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The North Carolina Adult Day Services Associatioagented information to the Commission on
August 8 and on November 21 regarding the tranaport costs to and from adult day and adult
day health centers. They explained that costs hageeased so dramatically that the
transportation costs for some participants aretgrahan the cost of attending the center. In
their presentation of August 8, 2000, the Assooratstates, “Para-transit costs coupled with
legislative mandates have created an untenabkisitufor many Day Centers. They are paying
for transportation services mandated by a thirdyp@SS or CAP/DA) without any control over
cost and without adequate reimbursement.”

The Division of Aging also presented informationtb@ Commission that stated, “The current
survey indicates that most centers have limitechspartation service areas and do limit
transportation services to ambulatory clients.” diidnally the Division recommended an
increase in transportation funding which is addrdsa Recommendation #10.

After consideration of all the information, the Cmission recommends an amendment to G.S.
131D-6(b) to state that, “Adult day care programes ot required to provide transportation to
participants, however, those that choose to provrdasportation shall comply with rules
adopted by the Commission for the health and safigparticipants during transport.”

Recommendation 8

The Commission recommends the General Assembly anerG.S. 143B-181.1(a) (11) to
allow counties to establish the rates for reimbursaent for adult day care services from
Home and Community Care Block Grant funds.

Background

On August 8 and November 21, the Commission adedettee issue of reimbursement rates for
adult day care services. The Division of Agingdsradult day services through the Home and
Community Care Block Grant (HCCBG) and the StatellADay Services Fund (SADSF). G.S.
143B-181.1 outlines the powers and duties of thasiiin of Aging. G.S. 143B-181.1(a)(10)
and (11) covers the establishment of a fee scheédutever the cost of providing in-home and
community-based services, and the administratios ldbme and Community Care Block Grant
for older adults. The adult day services ratessatethrough the Social Services Commission.
The powers and duties of the Social Services Cosiamsis covered in G.S. 143B-153. The
Division of Aging has coordinated the rates with P&ates since maximum rates were first
approved by the Commission in 1992. The Division Agfing assumed responsibility for
administering the State Adult Day Care Fund fronSQ® July 1, 1998.

G.S. 143B-181.1

(10) To establish a fee schedule to cover the abgroviding in-home and community-based
services funded by the Division. The fees may \@rythe basis of the type of service provided
and the ability of the recipient to pay for thevseg. The fees may be imposed on the recipient of
a service unless prohibited by federal law. Thall@gency shall retain the fee and use it to
extend the availability of in-home and communityséa services provided by the Division in
support of functionally impaired older adults arainfly caregivers of functionally impaired
older adults;
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(11) To administer a Home and Community Care Bl@c&nt for older adults, effective July 1,
1992. The Home and Community Care Block Grant shallcomprised of applicable Older
Americans Act funds, Social Services Block Gramidimg in support of the Respite Care
Program (G.S. 143B-181.10), State funds for honte @mmunity care services administered
by the Division of Aging, portions of the State Home and Adult Day Care funds (Chapter
1048, 1981 Session Laws) administered by the imisbf Social Services which support
services to older adults, and other funds apprtgatidy the General Assembly as part of the
Home and Community Care Block Grant. Funding culyeadministered by the Division of
Social Services to be included in the block graiit be based on the expenditures for older
adults at a point in time to be mutually determirmdthe Divisions of Social Services and
Aging. The total amount of Older Americans Act fentb be included in the Home and
Community Care Block Grant and the matching rabegHe block grant shall be established by
the Department of Health and Human Services, aisif Aging. Allocations made to counties
in support of older adults shall not be less tresources made available for the period July 1,
1990, through June 30, 1991, contingent upon &vatlaof current State and federal funding;
and

G.S. 143B-181.1(c) states The Secretary of Health lHduman Services shall adopt rules to
implement this Part and Title 42, Chapter 35, & thited States Code, entitled Programs for
Older Americans.

The North Carolina Study Commission on Aging recands that counties be allowed to
establish the rates for reimbursement for adultsayices from the Home and Community Care
Block Grant Fund.

Recommendation 9

The Commission recommends the General Assembly dokethe Department of Health and
Human Services to apply for a Medicaid Waiver to povide Medicaid coverage to adult day
health services clients.

Background

The Commission addressed the issue of Medicaidrageefor adult day health clients on
January 13, 2000 and on August 8, 2000. The Cosiomeard from the Division of Aging,
the Division of Medical Assistance, adult day cpreviders, and the North Carolina Adult Day
Services Association. Through these presentatibesCommission learned that other states
have either expanded Personal Care Services todem@dult day health services or they have
established day rehabilitation services in thegutar Medicaid program.

The Commission recommends that the Department aftiiand Human Services apply to the
United States Health Care Financing Administrafmmna waiver to provide Medicaid coverage
for eligible clients of adult day health services.

Recommendation 10

The Commission recommends the General Assembly apppriate funds to the Adult Day
Care Fund to provide for a rate increase for adultday services.
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Background

The Division of Aging funds adult day services tigh the Home and Community Care Block
Grant (HCCBG) and the State Adult Day Services R8ADSF). According to a report on
November 21, 2000 by the Division of Aging, SFY @D-projected budgets reflect the
following:

State Adult Day Services Fund (SADSF)

Federal State Local Total Projected Clients
Adult Day Care $1,616,476 $549,656] $309,447| $2,475,579 982
Adult Day Health Care $538,825| $183,219| $103,149] $825,193 336
TOTAL $2,155,301| $732,875] $412,596| $3,300,772 1,318
65.30% 22.20% 12.50% 100%

Home and Community Care Block Grant (HCCBG)

Federal State Local Total Projected Clients
Adult Day Care $630,131] $945,191] $175,031] $1,750,353 710
Adult Day Health Care $443,558] $665,337| $123,212| $1,232,107, 429
TOTAL $1,073,689| $1,610,528 $298,243| $2,982,460 1,139
36.00% 54.00% 10.00% 100%
GRAND TOTAL
Federal State Local Total Projected Clients
$3,128,989 $2,343,402 $710,839| $6,283,232 2,457
51.40% 37.30% 11.30% 100%

Title 10 of the North Carolina Administrative Cod@d0 NCAC 22P.0201 Maximum
Reimbursement Rates) currently reflects inaccuratebursement rates for adult day care.
According to the DHHS, the current reimbursemen¢gaare $23.07 for adult day care and
$30.00 for adult day health care. The currentspantation reimbursement rate for both
programs is $3.00 for a round trip. These rate®wéective 7/1/97.

CURRENT REIMBURSEMENT RATES REVISED REIMBURSEMENT R ATES *
Daily Transportation Total Daily Transportatign abt Difference

Adult Day

Care $23.07 $3.00| $26.07| $31.00 $9.60| $40.60, +14.53

Adult Day

pealh $30.00 $3.00| $33.00| $44.00 $9.60| $53.60| +20.60

In the fall of 2000, the Division of Aging condudta survey of service providers to determine
average rate charged by adult day and adult dalthhpeograms. Out of the 119 certified
centers surveyed, the Division was able to useoresgs from 55 programs, for a response rate of
46%. Results from the survey indicated that theraye daily cost per client is $35.30 for adult
day care and $46.73 for adult day health care. WWbtampared to capacity, the overall
attendance rate is 61%.

The Division of Aging reported to the Commissioattthe survey for 1998 indicated an average
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daily rate of $37.85 for adult day care and $48drladult day health care, with an attendance
rate of 57%. (The NC Adult Day Care Associatiomsiders an attendance rate of 80% to be
maximum capacity because the certified capacity faetpr in long-term growth.) The Division
believes the comparison of data from these twoesigvndicates the emergence of an economy
of scale.

* At the Commission’s request, the Division of Agianalyzed the actual cost of service. The
Division reported that, “Based upon survey datajltaday care daily care costs per client are
decreasing at the rate of $.6375 for each peroentase in average overall attendance. The rate
of decrease is $.3225 for adult day health car@hus the Commission recommends an
appropriation of $805,640 for the 2001-2002 fispedr and $805,640 for the 2002-2003 fiscal
year. The funds shall be used to increase reirement rates to $31.00 per day per client for
adult day care and $44.00 per day per client fattathy health care.

Recommendation 11
The Commission recommends a rate increase for adultay care transportation.

Background

On August 8 and November 21, the Commission hegsieptations on reimbursement rates for
transportation services to adult day care prograrfibe Commission asked the Division of
Aging to examine service rates that reflect thei@otost of service. Based on survey data, the
Division of Aging recommended funding transportatat $9.60, which is the median round trip
cost per client. The current transportation reirsbment rate for both adult day care and adult
day health care is $3.00.

On January 17, 2001, the Commission agreed todecin the final report, a recommendation
for a rate increase for adult day care transpeorati This recommendation does not have a
corresponding legislative proposal in this report.

OTHER AGING ISSUES

Recommendation 12

The Commission recommends the General Assembly ebitsh a Legislative Study
Commission on State Guardianship Laws.

Background

On August 30 and September 26, the Commission hpeedentations addressing North
Carolina’s guardianship laws. Guardianship is alleglationship in which a person or agency
(the guardian) is appointed by a court to makesi@as and act on behalf of another person (the
ward) with respect to the ward’s personal or finahaffairs because the ward, due to a specific
mental or physical impairment, lacks sufficient aeipy to make or communicate important
decisions concerning his or her person, familyproperty or lacks sufficient capacity to manage
his or her personal or financial affairs. Lawsamting guardianship for incapacitated adults
attempt to strike a balance between preservingldggal rights, freedom, and autonomy of
individuals vs. society’s duty (parens patriaeptotect individuals who are unable to protect or
care for themselves.

A presentation and handouts from the Institute @€&nment outlined the legal background and
issues of interest with regard to guardianshipar@anship was seriously studied for the first
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time in 1977. Prior to 1977, the laws were outafe, incomplete and unclear. The 1977
amendments improved procedures and increaseddegjaktions for the respondent. In 1987,
G.S. Chapter 35A was recodified and minor substartihanges were made. In 1995, a
Legislative Research Commission study and repauded primarily on guardianship services
provided by local human service agencies; howdkierrecommendations were not enacted.

The North Carolina Study Commission on Aging recpgs that the laws pertaining to
guardianship are important for the protection tikzens who are unable to make personal
decisions due to impairment or incapacity and these laws have not been thoroughly reviewed
in twelve years. Therefore, the Commission recomiaghe General Assembly establish a
Legislative Study Commission on State Guardianthips.

Recommendation 13

The Commission recommends the General Assembly dokethe Department of Health and
Human Services to develop an instrument for assesg the quality of care provided by
adult care homes.

Background

The Studies Act of 1999, S.L. 1999-395, SectionZ2.{b) (HB 163) stated that the Legislative
Research Commission may study, “Biannual inspediwhgrading of adult care homes by
county social services departments, including aesab services to be inspected and graded,
penalties for failure to meet minimal grade levdiscal impact on county social services
departments, posting of grade in the adult careehaand related issues.” The Legislative
Research Commission referred this issue to thehNGerolina Study Commission on Aging.
The Commission studied this issue in 1999 and 280@ is required to report back to the
Legislative Research Commission in January 2001.

In 1999, North Carolina’s percentage of older awlimbed to 12.8%. This percentage is
projected to increase to 21.4% in 2025, which mitlk North Carolina as having the™Highest
older adult population nationally. There are thfaetors contributing to the increase of older
adults in North Carolina: aging baby boomers ad@éaease in births, increased life expectancy,
and migration to North Carolina. The increasingnber of older adults as potential adult care
home residents necessitates the need for the geneld of an assessment instrument for adult
care homes. This assessment instrument will aidwoers in the evaluation and comparison of
physical plant, care, services provided, and castsciated with residency in adult care homes.

On August 7, 2000, the North Carolina Study Comimis®n Aging heard presentations on the
development of a quality measurement in residert@ak being funded by the Agency for
Healthcare Research and Quality (AHRQ). (The AHR@n agency in the US Department of
Health and Human Services.) The project aims arllows: define and operationalize valid
and reliable quality measures of facility perforroar(Assessment Tool), “risk-adjust” quality
measures relative to individual and organizatiooldhracteristics (Quality Indicators), and
develop facility report cards. The project hadir@e-year timeline with expected completion in
2002. On this date, the Commission also heard filoenBuncombe County Department of
Social Services on the adult care web site for Bomme County. The web site
(www.buncombe.org/achfeatures consumer information on the 104 adukt btames located in
Buncombe County.
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The Commission believes that a valid and relialdseasment tool will enable consumers to
determine which adult care homes best suit tha&dse Therefore, the Commission recommends
that the General Assembly direct the Departmeniedlth and Human Services, to develop an
instrument for assessing the quality of care predidy adult care homes.

Recommendation 14

The Commission recommends the General Assembly aner.S. 105-129.16B to allow a
pass-through entity to allocate a housing tax cretlto any of its owners at the discretion of
the pass-through entity.

Background

On August 8, the Commission heard from the Commnitie Independent Housing with Services
and the North Carolina Housing Finance Agency. Saptember 26, the Commission heard
from the Director of Rental Investment, Housing &fine Agency. Since many of North
Carolina’s low-income citizens are older adult®e ®ommission is interested in increasing the
availability of low-income housing.

S.L. 1999-360 created a new tax credit for rehtabitig or constructing low-income housing
effective for buildings allocated federal creditsar after January 1, 2000. S.L. 2000-56

modified the credit to make more housing eligibléne credit expires for buildings allocated
federal credits on or after January 1, 2006. Treditis equal to a percentage of the amount of
the taxpayer’s federal credit for low-income hogsmith respect to eligible North Carolina low-
income housing. The credit is 75% for buildingsdted in a tier one or two area or in a county
that sustained severe or moderate damage from recdneg in 1999 and 25% for buildings
located in other tiers. North Carolina low-incormeusing is eligible if it meets one of the
following conditions:

It is located in a tier one or two enterprise area.

It is located in one of twenty-six counties thastsined severe or moderate damage from a
hurricane in 1999.

It is located in a tier three or four enterpriseaaand has at least 40% of its residential
units that are rent-restricted and are occupiethéyiduals whose income is 50% or less
of median gross income.

It is located in a tier five enterprise area and &taleast 40% of its residential units that are
rent-restricted and are occupied by individuals sehancome is 35% or less of area
median gross income.

The credit is not taken in one year but is sprastdower five years beginning when the federal
credit is first claimed for the building. The fedecredit is first claimed either when the builglin

is placed in service, or the next year, at thedg®ps election. The federal credit is taken over
eleven years and requires that the low-income hguise used for that purpose for at least 30
years. If this requirement is not met, all or parthe taxpayer’s credit is recaptured. Under the
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State credit, if federal recapture is required,tthgayer forfeits the North Carolina credit to the
same extent. In addition, if the taxpayer no lorngealifies for the federal credit during one of
the five years a State installment could otheriiseclaimed, the taxpayer is no longer eligible
for State credit. This situation could occur iettaxpayer sold its interest in the low-income
housing.

Under federal law, a limited amount of credit i®aled to each state each year, and these credits
are allocated among applicants based on selectitania designed to reward projects that will
serve the lowest income tenants for the longesoger At least 10% of the credits each year
must be set aside for projects sponsored by noitgarofhe amount of federal credit allocated to
North Carolina will be $9.2 million for the 2000rttugh 2002 tax years and is expected to

increase to $13 million for the 2003 and 2004 taarg. By limiting the State credit to a
percentage of the federal credit, the act automlfticaps the potential revenue loss to the State.

In an effort to encourage the development of loeeme housing, the Commission recommends
that the General Assembly amend G.S. 105-129.168ldav a pass-through entity to allocate a
housing tax credit to any of its owners at the idigon of the pass-through entity.
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APPENDICES

* This information is not available electronically. This report is available in its entirety at the Ledslative
Libraries - Legislative Building - Rooms 2126, 2226 (919) 733-7778; or, Legislative Office Building Room
500 (919) 733-9390.
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